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Estimation of Exchange Rate Pass-through in Asia-Pacific Countries

Junichi Shinkai

This paper examines Taylor (2000)’s hypothesis that disinflation in the world economy lowered ERPT
(Exchange Rate Pass-Through) in the 1990s. Estimating the effect of ERPT on import prices in the
Asia-Pacific countries from 1975 to 2003, we found that the ERPT fell in Japan and New Zealand, but
rose in the U.S. and Korea on one hand, and is very low in Hong Kong and not found in Singapore
on the other. ERPT does not necessarily fall after the 1990s in this region. As to the relationship
between ERPT and the extent of inflation, we find that the effect of long-run pass-through is positively
associated with inflation, while that of short-run pass-through not associated with inflation, but

positively associated with exchange volatility.
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